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Soviet Views on Convertibility and Gold 


In an article in Vneshniaia Torgovlia, the official pub- 
lication of the Soviet Ministry of Foreign Trade, views 
on convertibility are set forth by a Russian economist, 
F. Ivanov. He points out that the restoration of the free 
exchangeability of currencies will not mean the re- 
establishment of the gold standard, since convertibility, 
as now planned, provides only for the conversion of one 
currency into another, and not of currency into gold. Ac- 
cording to Mr. Ivanov, such convertibility will lack a 
firm material basis and will therefore be only of limited 
duration. Parities in relation to gold will continue to be 
artificial, instead of being determined by an effective 
rate of exchange. Until an official system of free ex- 
changeability of currency is introduced, there will prob- 
ably be a system of de facto convertibility, which would, 
however, not be guaranteed and would depend completely 
on the conditions existing in the free market. Three pos- 
sible variations of a free exchange of currencies are 
mentioned as being considered in the foreign press: fixed 
parities with exchange rate fluctuations within the gold 
margins of about | per cent; fixed parities with wider 
margins, say, about 10 per cent; and completely fluctu- 
ating exchange rates. 


The writer stresses the importance attached in western 
countries to the convertibility of sterling as a medium 
for international payments. The United States in partic- 


ular is said to have an interest in the extension of sterling 
convertibility, as this would provide a means for expand- 
ing markets for U.S. goods and extending U.S. capital 
exports. The big London banks also have an interest in 
restoring the convertibility of sterling, as this would 


strengthen London’s position as a financial center; on 
the other hand, British industry is said not to favor con- 
vertibility as this might impair British sales in world 
markets. British industry, therefore, is asking for pro- 
tective measures which would safeguard Great Britain 
from the increased U.S. competition which would be 
probable if convertibility were established. The projects 
for setting up a European Fund with a capital of $600 
million, which would grant short-term credits for allevi- 
ating temporary balance of payments difficulties, are also 
mentioned. As an advocate of a genuine gold currency, 
the writer takes a special interest in the gold and foreign 
exchange reserves of individual European countries. He 


notes that, with the exception of the United States and 
Switzerland, no country has reserves adequate to ensure 
the reliable working of convertibility for any length of 
time. 

The author concludes that currency convertibility will 
not be stable as long as there are disequilibria in the 
payments balances of different countries. Fluctuations in 
the purchasing power of currencies will continue because 
commodity prices will obviously be subject to large fluctu- 
ations. Nevertheless, the institution of convertibility, 
even if it is only limited, will have certain positive effects 
on the expansion of international trade. 

Another Soviet economist, Professor Smirnov, discusses 
elsewhere the role of gold in the settlement of the Soviet 
Union’s foreign payments balances. According to him, 
gold is a world currency with the function of a general 
medium of payment. It is therefore being used by the 
Soviet Union as a foreign exchange reserve with which 
balance of payments deficits can be covered. If necessary, 
certain amounts of gold are sold abroad, in order to 
restore equilibrium in the balance of payments or to 
finance additional purchases. In contrast to the situation 
in western countries, the Soviet Union employs gold sys- 
tematically as a means of foreign payment. Thus, the 
reserves can also be used to correct maladjustments aris- 
ing in connection with the execution of the Soviet eco- 
nomic plans. Moreover, the Soviet Union’s gold reserves 
can be mobilized to extend economic aid to other coun- 
tries, as, for example, after World War II when foreign 
currency loans were granted to Poland, Czechoslovakia, 
and the Soviet zone of Germany, and in 1954 when Fin- 
land received a similar loan. Since the importance of 
the role of reserves varies at different times, their size 
must be adjusted in accordance with the requirements 
of the international economic and political situation. 
Generally speaking, the gold and foreign exchange re- 
serves of the Soviet Union must not fall below a certain 
minimum in order to be able to maintain freedom of 
action in foreign trade. For this reason, the Soviet Union 
is accumulating reserves consisting mainly of gold, the 
essential source of which is Russia’s own gold production. 
Source: Bank deutscher Lander, Ausziige aus Pressear- 

tikeln, Frankfurt am Main, Germany. Janu- 


ary 20, 1956. 
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International Tin Agreement 


The International Tin Agreement, which was drafted 
in 1953, has now been made effective, as the Indonesian 
Government has given its approval and the majority of 
both producing and importing countries necessary to 
ratify the Agreement has been obtained (see this News 
Survey, Vol. VI, p. 197, and Vol. VII, p. 373). The 
Agreement involves the creation of a buffer pool of up 
to 25,000 long tons. At present, however, there are no 
surplus supplies, and the current price of tin is well above 
the levels set for purchases for the buffer pool. 

The U.S. minimum stockpile objective was reached 
some time ago, and the long-term objective should be 
attained by next June. With the termination of U.S. 
stockpile purchases, surplus conditions, such as the Tin 
Agreement is intended to deal with, might be created. 
Although the consumption of tin is still less than it was 
before the war, it has grown during the last few years. 
The postwar increase in production, however, ceased in 
1954, and in 1955 output fell to 168,000 tons. The chief 
decline was in Bolivia’s resources, which had been over- 
exploited during the war years. 

Sources: The Times, London, England, January 23, 1956; 
The Wall Street Journal, New York, N. Y., 
February 2, 1956. 


Protection of Foreign Investments 


In commenting on the announcement that the Argentine 
Government had temporarily blocked the property of a 
large number of foreign firms and persons, Mr. Hermann 
J. Abs, Chairman of the Siiddeutsche Bank, stated that 
this decision raised again, in an urgent form, the problem 
of protecting private and public foreign investments and 
loans. He urged that the policy of wartime confiscation 
be revised so that any pretext to block or seize foreign 
property would be denied states which—by reason of their 
particular situation—might succumb to the temptation to 
enrich themselves with foreign assets. He also suggested 
a multilateral agreement binding the participants to re- 
taliate by economic and, if necessary, political sanctions 
against any violation of foreign property. 


Source: Der Volkswirt, Frankfurt am Main, Germany, 
December 24, 1955. 


Europe 


U.K. Reserves 


The U.K. gold and dollar reserves increased by $29 
million in January, to $2,149 million. The gold balance 
with EPU showed a deficit of $23 million and special 
items brought in $4 million. The most encouraging 
feature of the January figures is the continued improve- 
ment in the “ordinary” payments balance (that is, the 
balance with the rest of the world outside Western 
Europe), which showed a surplus of $48 million. This is 
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nearly double the average monthly surplus in the last 
quarter of 1955 and compares favorably with the figures 
for January 1954 and January 1955. 


Source: The Times, London, England, February 4, 1956. 
Economic Relations Between France and Tunisia 


Three supplementary agreements to the Franco-Tunisian 
Economic and Financial Convention of June 3, 1955 were 
signed on December 28, 1955. The first deals with the 
establishment of a customs union between France and 
Tunisia. Customs legislation is to be made uniform in 
the two countries, any restrictions, prohibitions, or duties 
applied by one country in its trade with foreign countries 
being also applied by the other country. However, in 
special circumstances duties may be reduced or eliminated 
by one country without corresponding action by the other. 
In trade between France and Tunisia there will be no 
restrictions or tariffs, as a general rule, but there may 
be exceptions in order to prevent dumping, to protect 
patents, and to maintain standards of quality, health, etc. 
A mixed commission of French and Tunisian representa- 
tives will meet alternately in Tunis and Paris to deal 
with the various problems raised by this agreement. 


The second agreement deals with Tunisian membership 
in the franc area. Uniformity is to be established in the 
restrictive and exchange systems of both countries and 
in procedures with regard to transfer of foreign exchange 
and the management of monetary reserves. Import liber- 
alization measures in effect in France will also be applied 
in Tunisia. 

A third agreement deals with problems of maritime 
transportation. The French monopoly of transportation 
is terminated, and for transportation between French and 
Tunisian harbors a joint monopoly is established in 
which both France and Tunisia will participate. France 
is pledged to help Tunisia organize a national Tunisian 
merchant marine. 


Source: Le Monde, Paris, France, January 5, 1956. 


Finnish Mortgage Institution 


The Finnish Government, on December 23, 1955, 
granted the Mortgage Bank of Finland Oy the right to 
commence business. Its share capital is 100 shares, valued 
at 100 million markkas, which may be increased to 300 
million markkas by decision at the annual meeting. Of 
these shares, the Bank of Finland holds 98 and the Na- 
tional Pensions Fund and Tervakoski Oy one each. The 
Mortgage Bank will grant long-term mortgage loans for 
industrial purposes and procure the necessary funds by 
raising long-term loans abroad. The intention is to 
release the Bank of Finland from dealing in long-term 
foreign loans. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, January 1956. 
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Italian Law on Foreign Investments 


A new law on foreign investments in Italy, approved 
by Parliament, allows the transfer abroad of all dividends 
and profits accruing from foreign capital invested in 
“productive enterprises” and the repatriation of capital 
invested in such enterprises. The transfer of profits from 
investments in nonproductive enterprises is limited to 8 
per cent, against the former 6 per cent; and the capital 
invested in those enterprises can now be repatriated after 
a minimum of two years instead of after four years as 
formerly. 

During the first nine months of 1955, total private 
investment of foreign capital in Italy amounted to Lit 26 
billion (US$41.5 million) , of which Lit 10.1 billion ($16.2 
million) went to the commercial sector, Lit 6.4 billion 
($10.2 million) to the mining sector, and Lit 2.6 billion 
($4.2 million) to the mechanical industries. 


Sources: /l Sole, January 21, 1956, and 24 Ore, Janu- 
ary 24, 1956, Milan, Italy. 


Export Drive in East Germany 


Considerable efforts to expand exports have been re- 
ported in East Germany. The Minister of Foreign Trade 
has stated that the trade of East Germany with non- 
communist countries increased by 11 per cent in 1955, 
and that a further increase of 10 per cent is planned for 
1956. A delegation of the Foreign Trade Chamber of 
East Germany, which was represented at the International 
Fair in New Delhi, has brought back orders amounting 
to 17.6 million East German marks for deliveries of 
machinery and optical equipment. Negotiations regarding 
deliveries of sugar and cement plants are about to be 
concluded. Technicians are preparing the construction 
of several textile mills and of plants for the production 
of raw film. The Minister has also stated that an ar- 
rangement has been made to increase trade with Egypt 
to LE 9 million. The largest shipyard in East Germany 
has been asked to design the construction of a shipyard 
in Alexandria, and a team has already arrived in Egypt 
for that purpose. 

Compensation agreements on a private basis have been 
signed recently in East Berlin with Sweden and Norway. 
Trade with Sweden will amount to approximately SKr 180 
million. Swedish exports to East Germany will include 
iron and steel, agricultural products, fish, and textiles; 
and exports from East Germany to Sweden will include 
glass, china, machinery and vehicles, office equipment, 
and electrical products. The agreement with Norway pro- 
vides for trade valued at NKr 120 million, and for Nor- 
wegian exports of fish and fish products, pyrites, and 
chemical products. As a result of trade negotiations 
with Finland, the value of goods exchanged in 1956 will 
be about 15 per cent greater than in 1955. Finnish ex- 
ports will include forest products, woodpulp, paper, and 
mining and agricultural products; and East German 


exports will include optical and electrical apparatus, 

chemicals, fertilizers, and textiles. 

The head of the East German delegation in Buenos 
Aires has recently declared that his Government is inter- 
ested in an extension of the trade agreement with the 
Argentine Trade Promotion Institute. He stated that East 
Germany is able to provide long-term financing in con- 
nection with the sale of capital goods. The delegation 
has left for Chile, where it intends to negotiate the first 
official trade and payments agreement with that country, 
which would be a follow-up to the agreement between 
East Germany and a private Chilean group, previously 
concluded at the Leipzig Fair. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, January 23, 1956; Norges Han- 
dels og Sjgjartstidende, Oslo, Norway, Janu- 
ary 27, 1956, 


Greek External Accounts 


The Greek external deficit for the first half (July- 
December 1955) of the fiscal year 1955-56 was $2.7 mil- 
lion on a payments basis; the deficit in the corresponding 
period of 1954-55 was $20.3 million. The recent improve- 
ment was the result of an increase of 34 per cent ($32 
million) in exports, which reached $125.5 million, and 
of 10 per cent ($9 million) in invisible receipts, which 
totaled $90.2 million. The balance of payments deficit 
for the whole fiscal year 1955-56 is expected to be about 
$25-30 million. 

The substantial increase in exports during the period 
from July to December 1955 is attributed to an acceler- 
ated movement of exports and, to a lesser extent, to 
larger exportable surpluses and higher export prices. 
Cotton exports showed the largest increase, followed by 
tobacco and raisins, as well as exports under NATO 
orders. 

The increase in exchange receipts from visible and in- 
visible sources in the first half of 1955-56 was offset only 
in part by higher exchange payments. Payments for 
imports were $19.1 million, or 11 per cent, and those for 
invisibles were $4.3 million, or 29 per cent, higher than 
in the same period a year earlier. 

The Greek payments position with EPU showed a sur- 
plus of $48 million in the first half of the fiscal year 
1955-56, in contrast to a deficit of $32 million in the 
corresponding period of 1954-55. It is reported, however, 
that in July-December 1955 Greece’s surplus with EPU 
countries from current transactions amounted to only 
$2.5 million, and that the remainder, $45.5 million, of 
the accounting surplus was due mainly to Greek earnings 
of transferable sterling through the Greek-Egyptian clear- 
ing account and a reduction in Greek sterling reserves. 

During the calendar year 1955, gold and foreign ex- 
change reserves held by the Bank of Greece increased 
by $54.4 million, or 40 per cent, to $189.1 million (ex- 





cluding the Monetary Reserve Account) on December 31, 
1955. They consisted of $172.6 million in U.S. dollars, 
$10.9 million in gold, $4.9 million in sterling, and $0.7 
million in other currencies. Against these reserves were 
obligations arising from imports already received but for 
which payment had not been made, reported at $38.2 
million, and imports effected on a time draft basis, re- 
ported at $51.6 million. Outstanding import approvals 
were reported at $27.9 million. 

Sources: Na/temboriki, February 1, 1956, and Oikono- 
mikos Tahidromos, February 2, 1956, Athens, 
Greece. 


Turkish Payments Arrears to United Kingdom 


Under the Anglo-Turkish commercial and payments 
agreement of January 17, 1955, Turkey agreed to pay off 
its commercial debts to the United Kingdom (estimated 
then at between £12 million and £15 million) by mini- 
mum annual installments of £1.5 million for the first two 
years and of £2.5 million in each of the three succeeding 
years. Because of balance of payments difficulties, how- 
ever, Turkey started only last October to fulfill its obli- 
gations. 

Under the January 1955 agreement, payments were to 
be made out of a certain portion of the proceeds of 
Turkish exports to the United Kingdom earmarked for 
this purpose (see this News Survey, Vol. VII, p. 232). 
Since this arrangement was found to entail certain ad- 
ministrative and technical difficulties, it was subsequently 
agreed that repayment would be made at the rate of 
about £130,000 per month. Payments to U.K. creditors 
are to be made in the chronological order of applications 
of Turkish importers for sterling transfer authorization. 
U.K. creditors making substantial purchases of certain 
Turkish commodities will be accorded priority with re- 
spect to the settlement of their credits. The present re- 
payment rate indicates that the repayment of commercial 
debts within the prescribed five-year period will probably 
not be possible, and that Turkey will have to ask for an 
extension of the repayment period. 

Debts to U.K. oil companies arising out of oil imports 
to Turkey, reported at between $50 million and $60 mil- 
lion, are the subject of special arrangements between 
Turkey and the companies. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Jan- 
uary 27, 1956. 


Middle East 


Exchange Control Developments in Egypt 


An agreement has been concluded between the Egyptian 
and Swiss Governments to re-establish B-accounts in 
Switzerland. These accounts had been banned in Sep- 
tember 1955, when the import entitlement accounts were 
abolished (see this News Survey, Vol. VIII, p. 128). 
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Swiss exporters to Egypt hold B-accounts in Egyptian 
pounds which are negotiable among prospective Swiss 
importers from Egypt. Usually these pounds are at a 
discount from the official parity rate. Under the new 
agreement the Swiss Government has assured Egypt that 
no cotton financed through B-accounts will be re-exported 
to a third party. 

Simultaneously with the abolition of the B-accounts 
with Switzerland in September, similar arrangements 
with Belgium and the Netherlands were discontinued. It 
is understood that negotiations are now proceeding with 
those two countries with a view to re-establishing the 
former arrangements under a similar condition. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., January 16, 1956. 
Syrian Budget for 1956 


The Syrian budget for 1956 submitted to Parliament 
estimates expenditures and revenues at LS 324 million, 
compared with LS 26] million in 1955. On the revenue 
side, 14 per cent will be derived from direct taxes, 42 
per cent from indirect taxes, and 28 per cent from public 
enterprises. On the expenditure side, 37 per cent will 
go to defense, 14 per cent to public debt retirement, and 
16 per cent to education. 

Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 
ary ll, 1956. 


Lebanese Trade and Payments Agreements 


Lebanon signed a trade and payments agreement with 
Mainland China on December 31, 1955, and with Poland 
on January 4, 1956. Each agreement is for one year, 
subject to renewal. Also, each agreement provides for 
the mutual extension of most-favored-nation treatment in 
relation to customs duties and other commercial matters. 
However, special advantages and facilities granted to 
neighboring countries by the two parties are excluded. 

Payments between Lebanon and China will be effected 
in transferable sterling or in any other currency agreed 
upon by importers and exporters. Payment will be made 
through the intermediary of authorized banks in each 
country. The agreement establishes the right of either 
party to maintain an office of commercial representation 
in the capital of the other country. In an annexed letter, 
the two Governments agreed to the functions of such an 
office to be established by the Chinese in Beirut. The 
agreement also provides for consultations between the 
two parties in relation to implementing the agreement. 

The agreement between Lebanon and Poland specifies 
that payments between the two parties will be handled in 
Poland by the Narodowy Bank Polski and in Lebanon 
by the Banco di Roma. For this purpose, each bank will 
open an account in its books in U.S. dollars; these ac- 
counts will be interest free and not subject to any taxes 
or charges. Payments for merchandise and related com- 
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mercial expenses will generally be effected in dollars. 
However, if payments are effected in other currencies, the 
amounts of such payments will be converted into dollars 
at the average rate for dollar transfers in the Beirut 
market at the close of business on the day the payments 
are effected. If the balance in either account exceeds 
US$350,000, a mixed commission will meet and decide 
on the measures to be taken. This commission will also 
be concerned with solving other problems arising under 
the agreement. In the exchange of letters annexed to the 
agreement, the Polish Government agreed to increase its 
imports of Lebanese tobacco leaves in proportion to the 
increase of Polish cigarettes imported by the Lebanese 
Tobacco Regie. The extent of the increase in this ex- 
change will be established by a separate agreement be- 
tween the Lebanese Tobacco Regie and the competent 
Polish organization. It was also agreed that the Polish 
Government will purchase from Lebanon during the first 
year of the agreement citrus fruits and bananas to a 
total value of US$650,000. 

Sources: Le Commerce du Levant, Beirut, Lebanon, Jan- 

uary 4 and 7, 1956. 


Pakistan's Balance of Payments 


With total receipts at PRs 397 million (US$83 million) 
and total payments at PRs 381 million (including pay- 
ments of PRs 113 million on government account), 
Pakistan’s balance of payments in the third quarter of 
1955 showed a surplus of PRs 16 million, in contrast to 
a deficit of PRs 115 million in the corresponding quarter 
of 1954. The surplus was achieved mainly by a rise in 
cotton exports, from PRs 68 million to PRs 93 million. 

Data by areas show that the deficit with the sterling 
area was reduced from PRs 57 million in the second 
quarter of 1955 to PRs 39 million in the third. There was 
a surplus of PRs 22 million with India, whereas in the 
second quarter there had been a deficit of PRs 3 million. 
Source: Karachi Commerce, Karachi, Pakistan, Janu- 

ary 21, 1956. 


Far East 
Coconut Rehabilitation in Ceylon 


A Ceylon Government program for coconut rehabilita- 
tion envisages the replanting of 15,000 acres at a cost of 
Rs 6 million (US$1.26 million) in 1956. Government 
assistance will be given in the form of seedlings, fertil- 
izers, and barbed wire for fencing at low prices. 


Source: Ceylon News, Colombo, Ceylon, January 5, 1956. 


Control of Quality of Thailand's Exports 


The Ministry of Economic Affairs of Thailand has 
drafted a bill to be enacted by the National Assembly, in 
time for promulgation early in 1956, regarding the con- 
trol of quality of exportable goods; the aim is to promote 


249 


exports by maintaining a good reputation for Thai ex- 
ports. The proposed law will apply at first only to the 
main export products, such as rice, rubber, tin and wolf- 
ram ore, teak and other timber, tapioca flour, and pepper. 
According to the law, if an exporter fails to maintain 
a specific standard of quality, a fine not exceeding 
10,000 baht, or a prison term not exceeding one year, or 
both, will be imposed on him. 

Source: The Bangkok Post, Bangkok, Thailand, Novem- 

ber 9, 1955. 


Termination of Thailand-Japan Trade Agreement 


It is reported that Thailand and Japan have agreed in 
principle to terminate the present bilateral arrangement 
early in 1956. According to Japanese sources, the main 
points of discussion are settlement of the outstanding 
balance of the open accounts and a new trade plan. At 
the end of 1955, Japan had a credit balance of $26 mil- 
lion against Thailand. The settlement to be made by 
Thailand either in cash or by export of rice or rubber 
is subject to negotiation. 

Sources: The Bangkok Post, Bangkok, Thailand, Novem- 
ber 23, 1955; Nihon Keizai Shimbun, Tokyo, 
Japan, January 11, 1956. 


Taiwan's Sugar-Cotton Barter Pact With Egypt 


Representatives of the Central Trust of China and the 
Egyptian Near East Company signed on December 10, 
1955 a £600,000 barter agreement calling for the export 
of 16,000 metric tons of Formosan sugar to Egypt in 
return for 4,300,000 pounds of long-fiber Egyptian cot- 
ton. In addition to sugar, Taiwan will also ship 2,000 
cases of canned pineapple to Cairo. Deliveries will be 
made early in 1956. 

According to Taipei press reports, Taiwan exported in 
the last two years 43,000 metric tons of sugar to Egypt in 
exchange for some 11 million pounds of cotton. 
Source: Chinese News Service, Press Release, New York, 

N. Y., December 27, 1955. 


Relaxation of Exchange Control in Japan 


An announcement of January 18 by the Japanese 
Government authorizes leading Japanese trading firms 
to hold foreign exchange on their own account. This step 
was taken, after a year of deliberation, in view of the 
recent consolidation of major trading concerns, the im- 
provement in Japan’s foreign exchange holdings, and the 
current trend toward relaxing exchange controls and 
liberalizing trade. 

Selected trading firms, numbering 20 in all, are now 
permitted to obtain foreign currency through purchases 
from the foreign exchange banks and not through exemp- 
tions from surrendering their export proceeds to the 
Government. The foreign currency to be sold to these 
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trading firms in January-March 1956 is tentatively limited 
to $6.5 million, which will be allocated from the invisible 
trade reserve fund in the foreign exchange budget for 
the current fiscal year. With the exception of the clearing 
dollar, any of the designated currencies (i.e., U.S. dollars, 
Canadian dollars, sterling, Swiss francs, and deutsche 
marks) may be sold to the trading firms. The currency 
thus purchased may, as a rule, be used freely by the firms 
as operating funds of their overseas branches and locally 
incorporated affiliates abroad. The profits realized from 
these operating funds are, in principle, exempt from sur- 
render requirements. The Government reserves the right 
to redeem the foreign currency sold to trading firms and 
also to ask for a report on its use. The limit of the amount 
to be held by these firms will be raised gradually, in the 
light of experience during the three-month period. 
Sources: Nihon Keizai Shimbun, January 19, 1956, and 
Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, January 28, 1956, Tokyo, 
Japan. 


Control of Japanese Textile Exports fo United States 


Japan’s Textile Export Council—an organ consisting of 
representatives of both the Government and industry—has 
announced regulations for the control of textile exports 
to the United States. In 1956 the volume of cotton textile 
exports would be limited to 150 million square yards, 
including the amounts for which contracts already exist. 
Specific limitations have been imposed on certain items 
which seem most likely to compete with U.S. domestic 
products. For example, exports of print cloth would be 
limited to 20 million square yards, and of blouses to 2.5 
million dozen. Regulations as to quality and the control 
of prices of exports would be strengthened and strictly 
enforced. Although quotas have not been set for any 
other markets, close control would be exercised to prevent 
transshipment to the United States from countries near 
it. It has been reported that the granting of export 
licenses would be based on the past performance of 
individual firms. 

Sources: Embassy of Japan, Japan Report, Washington, 
D. C., January 13, 1956; Department of Com- 
merce, Foreign Commerce Weekly, Washington, 
D. C., January 16, 1956. 


Japanese Debts to France 


The Japanese Government and the French Association 
of Creditors to Foreign Nations recently agreed to resume 
negotiations for the settlement of the Japanese Govern- 
ment bonds which were floated in France in 1910. The 
value of these bonds was F 380 million, but agreement 
has not been reached on the amount which should be 
repaid, taking into account the depreciation of the franc 
since 1910. While the French have claimed forty times 
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the original amount, the Japanese have offered only five 
and a half times (see this News Survey, Vol. VI, p. 211). 

It is reported that in May 1955 a mediator proposed 
that in 1960 the Japanese Government pay twelve times 
the original amount of principal and accumulated in- 
terest. Payment of interest falling due in the ten years 
preceding the conclusion of a French-Japanese agreement 
on the bond should be postponed for ten years. On this 
basis, Japan’s total liability would amount to the equiva- 
lent of US$12.8 million. 

Another outstanding Japanese debt to France is a 
Tokyo municipality bond of F 109 million, which was 
due for repayment in 1940. Earlier negotiations have 
failed, as the creditors wish to be paid F 6,190 million 
while the debtor offers only F 653 million. The Tokyo 
municipality insists that if a larger amount is to be paid 
it will have to be paid by the Japanese Government.This 
issue is excluded from the forthcoming negotiations. 
Source: The Journal of Finance and Commerce, Tokyo, 

Japan, December 15, 1955. 


United States 


Productivity of U.S. Manufacturing 


According to a study of the U.S. Bureau of Labor 
Statistics, productivity per man-hour in manufacturing 
industries has been rising since 1947 at a rate of 3.2 per 
cent a year, about the same as in the period 1909-39. 
There has been considerable variation, however, in the 
rate of increase during shorter periods of time and among 
individual industries. For the years 1919-25, manufac- 
turing output per man-hour rose at a rate of nearly 7 per 
cent a year; over the period 1929-39, the average annual 
rate of increase was only 2.2 per cent and during the war 
years 1939-47, under 1 per cent. One factor underlying 
these variations has been the cyclical change in the 
volume of production; another has been variations in 
the rate at which new techniques were introduced. Both 
factors were important in the early 1920's, when mass 
production techniques were introduced in many indus- 
tries. During World War II many civilian goods indus- 
tries were unable to introduce new technology, but among 
war materiel industries there were many innovations, the 
benefits from which were later reflected in new materials, 
improved designs, increased material-handling equipment, 
and greater machine speeds. The implementation of these 
changes was reflected in business expenditures in manu- 
facturing industries—mostly for equipment rather than 
for construction. Between 1947 and 1953, over $67 bil- 
lion of new funds were invested, raising manufacuring 
capacity by about 55 per cent. Expenditure on research 
and development (including government and research 
institutions) totaled another $22 billion, and employment 
of research scientists and engineers rose from 125,000 to 
192,000. 
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Until 1939 most of the increases in productivity oc- 
curred in durable goods industries. In addition to the 
increase within industries, over-all manufacturing output 
was raised by shifts in employment from low output to 
high output industries. This shift was especially im- 
portant during the 1920’s. Since 1947 there has been 
less difference between the rates of productivity increase 
in durable and nondurable goods industries. Among the 
152 subindustries, however, nearly one fourth showed 
gains in man-hour productivity of 5 per cent or more, 
while over one fourth ranged downward from gains of 
less than 1 per cent to decreases of more than 3 per cent 
a year. 

Source: Department of Labor, Monthly Labor Review, 
Washington, D. C., January 1956, 


New U.5. Price Indices 


A new monthly series of indices describing price 
changes at various levels of production and in various 
sectors of the economy has been prepared by the Bureau 
of Labor Statistics of the U.S. Department of Labor. 
Commodities have been divided into three categories: 
raw or crude materials; intermediate materials for fur- 
ther processing, components, and supplies; and finished 
goods. Each of these is further subdivided in accordance 
with end-use and durability. Thus, consumer goods are 
subdivided into foods, other nondurables, and durables. 
All data are on a 1947-49 base, comparable with the cur- 
rent wholesale price indices. 

Charts accompanying the introductory report illustrate 
the differential movements of prices during the readjust- 
ment period following World War II. Crude materials, 
which rose faster than goods in process and finished 
goods after the lifting of price controls, fell faster during 
the 1949 recession. After reaching a peak early in 1951, 
prices of raw materials declined, and by late 1955 they 
were at 1947 levels; during the same period, goods in 
process and finished goods were comparatively stable. 

Among finished goods, prices of producer goods rose 
faster (43 per cent) than those of consumer goods (13 
per cent) from early 1947 to the autumn of 1955. An 
important factor in this sector has been the decline since 
1951 in prices of foods and textile products. This is also 
shown by the indices for the consumer goods categories of 
foods, other nondurable goods, and durable goods. 


Source: Department of Labor, Economic Sector Indexes, 
January 1947 — July 1955, Washington, D. C., 
October 1955. 


Latin America 


Exchange, Monetary, and Price Developments in Ecuador 


The exchange transactions of the Central Bank of 
Ecuador in 1955 resulted in a deficit equivalent to US$7.5 
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million. The contractionary effect of this deficit upon the 
money supply was offset in part by a substantial increase 
in bank credit. Except for seasonal fluctuations, domestic 
prices remained practically unchanged during the year. 

Exchange purchases by the Central Bank, at the equi- 
valent of $94.9 million, were $8.5 million less than in 
1954; and sales decreased by $2.8 million, to the equiva- 
lent of $102.4 million. The reduction in purchases was 
due chiefly to lower receipts from coffee and cacao 
exports. 

The net gold and foreign exchange reserves held by the 
Central Bank decreased by the equivalent of $10.6 mil- 
lion. The difference between the exchange deficit and 
the loss of net reserves is accounted for by an increase 
in the float of confirmed letters of credit and in other 
foreign exchange commitments of the Central Bank. 

The money supply decreased from: 1,294 million sucres 
in December 1954 to 1,203 million sucres in December 
1955, i.e., about 7 per cent. Central Bank lending and 
rediscount operations increased by 136 million sucres, or 
25 per cent. Credits to the Government and official 
entities rose by 40 million sucres, and those to the public 
by 17 million sucres. On the other hand, official deposits 
and deposits held by the public in the Central Bank in- 
creased by 93 million sucres. Credits and rediscounts to 
other banks rose by 79 million sucres, most of which was 
made available to the government-owned system of Na- 
tional Development Banks. Deposits of commercial and 
development banks in the Central Bank at the end of 1955 
were about the same as at the end of 1954. The private 
banks expanded their loans by 100 million sucres, or 10 
per cent, largely in the form of mortgage loans. The 
National Development Banks increased their loans and 
investments by 111 million sucres, or almost 20 per cent. 

A privately computed index of wholesale prices shows 
a l per cent decline during the first eleven months of 
1955. Officially computed cost of living indices covering 
the entire year show a 1 per cent drop in the cost of 
living of a workingman’s family in Quito, and practically 
no change in that of a workingman’s family in Guayaquil. 
Source: Banco Central del Ecuador, Informacion Es- 

tadistica, Quito, Ecuador, January 27, 1956. 


Export-Import Bank Loans to Brazil 


A loan of $19.6 billion to the Santos-Jundiai Railway 
of Brazil was announced on January 27 by the Export- 
Import Bank of Washington. U.S. manufacturers will 
participate in the transaction by extending a credit of 
$5.4 million, thus making available a total of $25.0 mil- 
lion for the purchase of U.S. railroad equipment. The 
Railway, owned by the Brazilian Government, connects 
Sao Paulo with the port of Santos and serves as the line 
from Jundiai into Sao Paulo for the Paulista Railway. 
The greater part of the export products of the state of 
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Sao Paulo, including coffee, have their outlet by the 
Santos-Jundiai line, which has earned substantial profits 
while supporting high operating and maintenance stand- 
ards. The loan is repayable in semiannual installments 
over a ten-year period starting June 1958. Earlier loans 
totaling $8.9 million were made to the Railway in 1952 
and 1954. 

On February 4, the Bank announced a $35 million loan 
to the Brazilian National Steel Company for the purchase 
of U.S. materials, equipment, and engineering services 
required for expansion of the steel industry of Brazil. 
The company was founded and constructed in 1940-41 
with an Export-Import Bank credit of $25 million, fol- 
lowed by further credits of $20 million and $25 million 
in 1943 and 1950. The new loan will provide for an 


expansion of annual output from 700,000 tons to 1,000,000 
tons. 


Sources: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., January 27, 1956; 
The Journal of Commerce, New York, N. Y., 
February 6, 1956. 


Cost of Living in Argentina 


The cost of living index for a typical working-class 
family in Buenos Aires, computed by the Review of the 
River Plate, indicates an increase of 2.2 per cent in 
January 1956. Since last November, when ceiling prices 
for a considerable number of consumer goods were re- 
moved, the increase has amounted to 4.1 per cent. The 
rise in the cost of living in the new regime does not appear 
thus far to be greater than that registered at various 
times when the price control system was severely en- 
forced. Further price increases are thought likely. The 
increase in January was exclusively in food items, which 
advanced 4.3 per cent above prices in December 1955. 
Source: The Review of the River Plate, Buenos Aires, 

Argentina, January 20, 1956. 


Other Countries 


Savings Banks in Australia 


Two Australian commercial banks have recently estab- 
lished savings bank subsidiary companies which opened 
for business on January 19 at the branches of their parent 
banks. These are the first joint-stock savings banks in 
Australia; previously, the field had been left entirely to 
the Commonwealth Savings Bank, an adjunct of the 
central bank, supplemented in Victoria and South Aus- 
tralia by State-owned savings banks and in Tasmania 
by municipally-run institutions. 

The new savings banks are obliged by the terms of 
their licenses to maintain strict standards of liquidity. 
They must keep 10 per cent of their deposits in Treasury 
bills or deposits with the Commonwealth Bank, and a 
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total of 70 per cent of deposits must be in these liquid 
assets, cash, or government securities. The remaining 30 
per cent may be used for two main purposes: loans to 
building societies and loans to individuals on security of 
land. The interest rate on deposits is fixed at 24 per 
cent, i.e., the rate paid to depositors by the Common- 
wealth Savings Bank. 

Source: The Economist, London, England, January 28, 

1956. 


Papua-New Guinea Import Restrictions 


Restrictions on all imports from sources other than 
Australia have again been imposed in the Territory of 
Papua and New Guinea, effective December 1, 1955. 
Essential imports from non-Australian sources are to be 
held to last year’s level; imports of less essential goods 
are to be cut by 10 per cent; and imports of luxury goods 
are to be reduced by 25 per cent. The base year for 
calculating quotas is to be the fiscal year 1954-55. 

Restrictions had been relaxed completely since No- 
vember 23, 1953 on imports from countries other than 
the dollar countries and Japan. Formal applications were 
still required, however, for licenses to import, except 
from Australia. 

The restrictions imposed in December 1955 are not 
expected to affect dollar imports, which will continue to 
be licensed on the basis of certificates of essentiality fur- 
nished by importers to the Territory’s customs officials. 
Importers from the dollar area are not given individual 
quota allocations calculated on their imports in a base 
year; licenses are issued administratively on a case-by- 
case basis and an attempt is made to keep the licensed 
dollar imports as a whole under a specified total. 

The Territory’s imports of non-Australian goods in- 
creased from £A 3.1 million in fiscal 1953-54 to £A 9.6 
million in 1954-55; this tended to aggravate the serious 


deterioration in Australia’s balance of payments in 
1954-55. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., January 23, 1956. 
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